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TrendWaTch
Value Line Mutual Fund Survey is
here to help investors track mutual
funds. Value Line Publishing intro
duced Value Line Mutual Fund Survey,
a mutual-fund ranking service ($295 a
year). Like its Value Line Investment
Survey, Value Line Mutual Fund Sur
vey will analyze the performance of
1,500 stock and bond mutual funds.
Value Line will publish biweekly edi
tions so each fund is followed and
reviewed every 18 weeks. Twice a
year, it will provide condensed reviews
of 500 smaller and more recent funds
and 100 mutual fund families. Because
of a conflict of interest, investors will
have to consult other sources for infor
mation about the 10 mutual funds
Value Line manages. For more infor
mation, you can call Value Line at 1800-284-7607, ext. 8414. USA Today,
“Street Talk,” October 8, 1993, p. 3B.
Smart investors are looking for com
panies that measure economic value
added (EVA). Economic value added
is a way of measuring an operation’s
real profitability. It includes the total
cost of the operation’s capital, such as
heavy equipment, real estate, and com
puters plus cash, inventory and receiv
ables. EVA is the after-tax operating
profit minus the total annual cost of
capital. EVA is noted for its strong cor
relation to stock prices. A company’s
EVA and stock prices move up and
down together. For example, American
Telephone & Telegraph calculated its
EVA back to 1984, the year of adop
tion, and found that there was an almost
perfect correlation with stock price.
Continued on page 2

From the
Chairman’s Corner
Hail and Farewell
By Stuart Kessler
Stuart Kessler, CPA/PFS, Chairman of the
American Institute of CPAs Personal
Financial Planning Executive Committee,
reviews the actions taken by the PFP Exec
utive Committee at its August meeting.
This meeting also marked the end of
Chairman Kessler’s term and the passing
of the chairman’s torch to James A. Sham
bo, who begins his term at the October 28,
1993, Executive Committee meeting.

Everyone knows the expression, “time
flies when you’re having fun.” The com
ment aptly applies to how I view my term
as chairman of the American Institute of
CPAs Personal Financial Planning Execu
tive Committee. I tried to analyze what

What’s Inside
Does Gold Belong
in Your Portfolio?
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Trust Me!
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New 1993 Developments
Videocourses Earn CPE Credits
Two new CPE videocourses, 1993
Investments Update and 1993 Revenue
Reconciliation Act, are now available.
Featured along with moderator Sid Kess
are many well-known panelists. To
order, call 1-800-862-4272, submenu
#1 and request Investments Update
(Product #182040 video/manual,
#353040 additional manuals) and Tax
Update (Product #113230 video/manual
and #113232 additional manuals).

Continued on page 2

Destination: Tampa, Florida
1994 PFP Technical
Conference Draws Near
Registration is under way for the PFP
Division’s annual Technical Conference.
The 1994 conference, Financial Indepen
dence—Keeping Healthy, Wealthy &
Wise—will take place at the Hyatt
Regency Westshore in Tampa, Florida, on
January 10-12, 1994.
The three-day conference, which sold
out last year, offers up to 21 hours of CPE
credits from a variety of speakers and top
ics. In the last issue of the Planner, you
read about several of the exciting CPE ses
sions and recreational options awaiting
you at the conference. Many more are
highlighted here.
AICPA PFP Division

The conference sessions are grouped
into one of four technical tracks (invest
ment planning, retirement planning, estate
planning and risk management), or a track
focusing on practice management and spe
cialty niches. The sessions are designed to
provide you with information to help you
deliver quality, profitable PFP services to
your clients. The following is just a sam
pling of the many CPE sessions offered at
the 1994 PFP Technical Conference.
In estate planning sessions, Marshall
D. Gunn, Jr., CPA, of Gunn, Phillips &
Bohn, Jacksonville, FL, will explore the
effectiveness of charitable giving to mini
mize estate taxes and achieve other estate
planning objectives. Michael Rosenberg,
Esq., of Packman, Neuwahl & Rosenberg,
Continued on page 5
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Continued from page 1

Stock prices track EVA far more close
ly than they track other measures, such
as earnings per share or return on equi
ty. EVA shows investors the net cash
return on their capital rather than some
other type of performance measure that
might be viewed through the distorting
lens of accounting rules. EVA causes
companies to think of ways to (1) earn
more profits without using more capi
tal; (2) earn profits by using less capi
tal; and (3) invest in high-return pro
jects. The result is increased EVA,
which may lead to higher dividends
and increased stock prices for
investors. Fortune, “The Real Key to
Creating Wealth,” September 20,
1993, pp. 38-50.

Learn how to maximize the benefits
of Chapter 14 while avoiding the pit
falls. After analyzing the special valua
tion rules of Chapter 14 of the Internal
Revenue Code (Sections 2701-2704),
Ronald D. Aucutt, Esq., member of
Miller & Chevalier, a Washington, DC,
law firm and co-author of Structuring
Estate Freezes Under Chapter 14, has
identified 14 strategies financial plan
ners can use to maximize the benefits of
Chapter 14 while avoiding the pitfalls.
He covers techniques, such as qualified
personal residence trusts (QPRTs),
grantor retained annuity trusts
(GRATs) and partnership freezes. For
example, he suggests providing in a
QPRT for the exercise of the grantor’s
repurchase option under a power of
attorney. If the grantor becomes inca
pacitated, his attorney can exercise the
repurchase allowing the grantor to
repurchase the residence even if the
Continued on page 4

From the Chairman’s
Corner: Hail and Farewell
Continued from page 1

made these three years pass so swiftly.
Was it the stimulation of working with
dedicated, knowledgeable professionals?
Was it the joy I experienced in communi
cating with members and the pride I felt
witnessing the maturity of the PFP Divi
sion? Was it the satisfaction I experienced
in representing the PFP Division within
the AICPA? There is no one answer. It
was all of these, and more.
It is difficult to convey the dedication,
professionalism and knowledge that your
representatives on the PFP Executive
Committee bring to the PFP Division. My
“impossible dream” is that each PFP Sec
tion member attend one of our executive
committee meetings to see that group in
action. Incidentally, portions of several
Executive Committee meetings are open
to members. (For a listing of open meet
ings, check The CPA Letter and call 1800-862-4272, submemu # 6 for agenda
one week prior to meeting.)
The give-and-take and creativity of
committee members were particularly evi
dent at the August 1993 Executive Com
mittee meeting. The key area of discus
sion was the report by the PFP Division’s
Strategic Planning Task Force. The task
force, chaired dynamically by Kaycee
Krysty, CPA, of Moss Adams, Seattle,
WA, was comprised of practitioners from
small, medium and large firms, as well as
an industry representative. It was the task
force’s charge to develop a strategic plan
for the PFP Division. After several meet
ings and focus group discussions, the task
force completed its plan and presented it
to the Executive Committee for approval
at its August meeting. The presentation
led to an exciting, day-long, in-depth dis
cussion of the future direction of the PFP
Division. The discussion covered issues

including (1) increasing public awareness
of CPAs as the premium providers of PFP
services; (2) encouraging CPA financial
planners to be compensated on a fee-only
basis; (3) providing guidance on how to
improve profitability; and (4) enhancing
our competency in providing investment
planning as a critical part of personal
financial planning. When the strategic
plan is finalized, highlights of the plan
will be made available to PFP Section
members.
Statement on Responsibilities in Per
sonal Financial Planning Practice Nos. 2
and 3, Working With Other Advisers and
Implementation Engagement Functions
and Responsibilities, were the focus of a
second major discussion at the August
1993 Executive Committee meeting.
The Executive Committee received
many comment letters on the exposure
drafts from PFP Section members and took
them into account in making changes to
the proposed statements. After discussion,
both statements were unanimously adopt
ed. PFP Section members should have

Continued on page 8
Correction

In the “Dynasty Trusts: Another
Important Tax Savings Tool” by
Darryl D. Ott and Michael P. Hanley,
which appeared in the June/July issue
of the Planner, the authors refer to
making annual exclusion gifts of
$10,000 for single estate owner and
$20,000 per year for two estate own
ers. More appropriately, the annual
exclusion gifts made to a dynasty
trust should be limited to $5,000 per
year per donor to eliminate any con
cerns about Crummey powers lapsing
in amounts in excess of the five and
five power limitations. The authors
regret any confusion or inconve
nience caused by the oversight.

PLANNER, October/November 1993, Volume 8, No. 4. Publication and editorial office: Harborside Financial Center, 201 Plaza Three,
Jersey City, NJ 07311-3881. Copyright © American Institute of Certified Public Accountants, Inc. Opinions of authors and the AICPA
staff are their own and do not necessarily reflect policies of the Institute or the Personal Financial Planning Division.
Murray B. Schwartzberg, Esq.
Editor
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PLANNER
Does Gold Belong In Your
Portfolio?

Table I
Index of Commodity Prices and Purchasing Power of Gold and Silver
in England During Periods of Inflation and Deflation Since 1623

By J. Ben Vernazza
J. Ben Vernazza, CPA, PFS, is a registered
investment adviser in Aptos, California,
and a member of the Personal Financial
Planning Member Services Subcommittee
(formerly the PFP Practice Subcommit
tee). In his article, Mr. Vernazza explains
why he thinks gold belongs in a portfolio.

“If we determine that a dollar shall be our
unit, we must then say with precision what
a dollar is!”
—Thomas Jefferson

Should your clients buy precious met
als because they are a hedge against infla
tion? Should your clients buy precious
metals for diversification? In this article, I
will argue no to the first question and yes
to the second. The purpose of this article is
not to suggest any particular percentage of
gold that clients should have in their port
folio as this depends on the risk each
client needs or wants to take.
Numerous books, manuscripts, theses
and articles have been written about gold
and other precious metals. Reliable statistics
on the purchasing power of gold bullion and
other precious metals have been available in
England since the 16th century and in the
United States since nationhood began.

Gold and Silver During Periods
of Inflation and Deflation
Gold and silver have not, contrary to
popular belief, increased in purchasing
power during most periods of inflation.
Rather, they have increased in purchasing
power during periods of deflation. This
conclusion was reached by Roy J. Jastrum,
author of Silver: The Restless Metal. Table
I above shows Jastrum’s estimates of
changes in the index of commodity prices
and purchasing power for gold and silver
in England since the year 1623, during
inflationary and deflationary periods.
Similarly, Jastrum has estimated the
same changes for the United States during
its periods of inflation and deflation since
1808. See Table II above.

Deflation

Inflation
Purchasing Power

Prices
(%)

Silver
(%)

Gold
(%)

1623-1658
1658-1669
1675-1695

+ 51

-34

-34

+ 27

- 13

-21

1702-1723
1752-1776
1792-1813

+ 25
+ 27
+ 92

- 18
-22
-33

-22
-21
-27

Years

1813-1851
1873-1896
1897-1920

+ 305

-61

-67

1920-1933
1933-1979

+ 2149

+ 241

+ 27

Purchasing Power

Prices
(%)

Silver
(%)

Gold
(%)

-21

+ 27

+ 42

-58
-45

+ 69
-6

+ 70
+ 82

-69

+ 32

+ 251

Table II
Index of Commodity Prices and Purchasing Power of Gold and Silver
in the United States During Periods of Inflation and Deflation Since 1808

Deflation

Inflation

Purchasing Power

Purchasing Power

Prices
(%)

Silver
(%)

Gold
(%)

1808-1814
1814-1830
1843-1857

+ 58

-33

-37

+ 48

-29

-33

186-1864
1864-1897
1897-1920

+ 117

-54

-6

+ 232

-50

-70

+ 168
+ 158

-4
+ 380

-37
+ 240

Years

1929-1933
1933-1951
1951-1979

Except for our most recent periods of
inflation in the United Kingdom and the
United States, these statistical records
illustrate that gold and silver historically
have been poor investments during infla
tionary times and good investments dur
ing deflationary times. The recent aberra
tion during the 1951-1979 inflationary
period may be due to the fact that any gold
and/or silver basis of currency was totally
removed after August 15, 1971, when
President Nixon announced the closing of
the gold window. And it was after this
date that most of the increase in the pur
chasing power of gold and silver occurred.
Since 1979, we have been in a period of
disinflation and have seen the Consumer
Price Index yearly inflation rate drop from
above 14% to 3%.

AICPA PFP Division

Prices
(%)

Silver
(%)

Gold
(%)

-50

+ 89

+ 100

-65

+ 29

+ 40

-31

-6

+ 44

The Worldwide Cycle
Of significance in the current world
wide downswing is that all major industri
alized countries, with the exception of
Japan, are overindebted, and the exchange
rate relationship between major currencies
is volatile and constantly changing caus
ing substantial uncertainties for creditors
and investors. Ron Paul and Lewis
Lehrman, authors of The Case for Gold,
have argued that governments have the
power to declare paper to be legal tender,
but they do not have the power to make
the money trustworthy. Many investors
find this position a valid one, gold is gain
ing in favor as the alternative currency.
Another explanation of gold’s potential
Continued on page 4
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TrenD Watch
Continued from page 2
repurchase had been overlooked during
the QPRT term. If the power is exer
cised after the QPRT term, the attorney
should close the transaction quickly
because the new basis under Section
1014 is lost if the grantor dies after the
QPRT term ends but before the pur
chase. Estate Planning, September/
October 1993, pp. 259-266.

A general power of appointment sub
ject to a contingency is still a general
power, regardless of whether the con
tingency had occurred at the power
holder’s death. Mr. Kurz established a
marital trust and a family trust at his
death. Mrs. Kurz was given the power
to withdraw the principal of the marital
trust and to withdraw five percent of the
principal of the family trust provided
the principal of the marital trust had
been exhausted. When Mrs. Kurz died
she had $3.5 million in assets in the
marital trust while the family trust had
$3.4 million in assets. IRS concluded
that five percent of the family trust
should have been included in Mrs.
Kurz’s estate because she had a general
power of appointment. The Tax Court
held that the contingency must have
some significant nontax consequence
independent of the decedent’s ability to
exercise the power. Therefore, the
decedent had a general power of
appointment over the five percent inter
est in the family trust. This case illus
trates how tax planning can be compro
mised by granting a beneficiary a right
of withdrawal from a trust intended to
be excluded from the beneficiary’s
estate. As a result, CPAs need to edu
cate their clients to understand and feel
comfortable with the limitations of
trusts established for tax planning pur
poses. Commerce Clearing House’s
Financial and Estate Planning Review,
August 17, 1993, pp. 62-63. ♦
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Does Gold Belong In Your
Portfolio?
Continued from page 3

A conjuncture of these and other events,
when combined with the instability and lack
of confidence in monetary units, makes
gold an important part of any portfolio.

Diversification
under the current world conditions is
offered by Pierre Vilar, author of The His
tory of Gold and Money. He thinks that the
reason gold is useful—and perhaps neces
sary—in international trade is that, even
though all payments are carried out by
book payments, at a certain point there is a
balance to be paid and the country to
which it is due will insist on collecting it
in an internationally valid currency.

Purpose of Money
The purpose of any monetary unit is for
use as (1) a medium of exchange; (2) a
store of value; and (3) a method to keep
count. Creditors and investors are now
becoming less and less trusting of all inter
national monetary units and currencies. It
is arguable that we again may be nearing
that “certain point” or “moment of truth”
when there is no longer an international
currency that is truly a store of value.

Conjuncture of Events
In addition to a possible crisis of the
currencies, we may be in a major conjunc
ture of other political, religious, financial
and cultural events that could further trig
ger demands for gold and other precious
metals as a store of value. This conjunc
ture of other significant events might
include the following:
1. The continued trend in Europe to
return to the nationalism that intensified
so many conflicts in past centuries.
2. An escalating fanaticism and terror
ism in the Middle East, including the pos
sible use of nuclear weapons.
3. Civil war in Russia and South Africa,
major gold producing areas of the world.
4. Continuation of the AIDS epidemic
and the spread of the HIV virus.
5. Substantial disruption in some of the
financial “derivatives” markets. This
marketplace of “surrogates” is heralded as
the replacement hedge for gold.
6. The inability of the U.S. Federal Re
serve to be the “world’s bank of last resort.”
7. The inability of the United States to
sustain superpower status.
AICPA PFP Division

Diversification also is a reason to con
sider including gold or precious metals in
one’s portfolio. There are strong negative
correlations between the price of gold and
gold stocks and the prices of U. S. bonds
and U.S. utility stocks. There is also a less
er negative correlation with U.S. and world
wide stock indexes. Diversification creates
a portfolio that is less volatile because it not
only has a lower standard deviation, but
includes some negatively correlated assets.
(See “Portfolio Diversification: Under
standing the Correlation Connection,” by
Steve Mayhew and Wendy Pannier, Plan
ner, April/May 1993, pp.4-5.)

Implementing Gold Diversification
Once the decision is made to include
gold or other precious metals in a portfo
lio, the next question is how much. This
depends on the risk one is willing to take.
Gold stocks and gold mutual funds histor
ically have been one of the most volatile
asset groups. My clients currently have
between 5% and 22% in gold and precious
metal mutual funds depending on their
risk tolerance. It also is extremely impor
tant to explain to clients the downside of
your gold recommendation.
Finally, one must choose how to imple
ment and purchase precious metal invest
ments. There are numerous mutual funds
and individual issues that one can use to
implement the move into gold or precious
metals. I prefer no-load mutual funds that
invest in North American and Australian
mining stocks. I avoid those that have a
large investment in South African mining
stocks because civil war in South Africa is
a possible conjuncture event.
It is my opinion that we are now in an
era with no one currency that represents a
trustworthy store of value. We are also in
a deflationary period where we would
expect, from past experience, that gold
and other precious metals will increase in
purchasing power. This, along with a pos
sible conjuncture of significant events,
means one needs to have some gold and
other precious metals in the portfolio. ♦
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To:

Personal Financial Planning Section Members

Re:

Media Opportunity

I think you’ll agree the attached New York Times article on financial planning — is absolutely
terrific!

The article resulted when a reporter called Stuart Kessler to write a background story on
financial planning. Stuart offered not only to answer the reporter’s questions, but to meet with
the reporter and his spouse to do a financial plan in exchange for the knowledge and experience
the reporter would gain by going through the financial planning process with a CPA. The only
assurance Stuart had was that if an article resulted, the reporter would mention the name of
Stuart’s firm as well as his AICPA affiliation.
This very same technique could be used by many PFP Section members with their regional or
state media. Of course, not all interviews guarantee subsequent articles like Stuart’s. However,
the potential advantages, in terms of external exposure and consumer awareness, credibility and
even new business opportunities, should outweigh the professional time and costs involved.
I’d be more than happy to discuss this concept with you and can be reached at (212)596-6110.
For overall direction, you may want to coordinate the opportunity with your State Society PFP
Committee chairperson. Please also involve your State Society Public Relations Director, who
may have editorial contacts at specific media, and kindly forward me copies of any subsequent
articles.

Sincerely,

Dan Mucisko
AICPA Communications Division
cc:

G. Pickard
B. Sands
P. Bernstein
State Society PFP Committee Chairpersons
State Society Public Relations Directors
Personal Financial Planning Division ■ American Institute of CPAs

Harborside Financial Center, 201 Plaza III, Jersey City, NJ 07311-3881

Tel. 1-800-862-4272

Fax (201) 938-3329

THE NEW YORK TIMES
SATURDAY, OCTOBER 30,1993

Financial Planning: A Web of
Credentials but No Regulations
A Touch of Psychology
From a Top Money Man
By ALLEN R. MYERSON

When my wife, Carol, and I ar
ranged to meet with Stuart Kessler, a
financial Planner we thought we
would discuss stocks, bonds and mu
tual funds. Instead, we discussed ca
reer goals, values and death.
Mr. Kessler said he could not talk
about our investments without first
talking about our plans, expectations
and general station in life. “We spend
a lot of time on these things,” he said.
"Part of the job of a financial planner
is psychological.”
More than a money man, Mr.
Kessler proved to be part psychia
trist and clergyman.
Most people interested in personal
finance narrowly concentrate on in
vestments. In this area, they receive
an overwhelming amount of help
from the press. Along with daily stock
and fund tables, newspapers are de
voting more attention than ever to the
subject, and new magazines appear

each year. The public is indeed be
coming better educated, successfully
pressuring .many mutual funds to
lower their loads from 8.5 percent a
few years ago to about 5 percent now.
Mr. Kessler’s message is that peo
ple devote far too little time to other
types of financial decisions. They
might pick the hottest software stock
or smartest mutual fund in the land,
but if they choose the wrong insur
ance coverage or the wrong sort of
trusts, they could lose a fortune.
As chairman of the personal finan
cial planning division of the Ameri
can Institute of Certified Public Ac
countants, Mr, Kessler should know.
Several of the nation’s largest compa
nies provide his counsel, at $295 an
hour, as a benefit for their top execu
tives. Depending on the complexity
and the number of meetings required,
a financial plan will cost $2,500 to
$7,500.
Carol and 1 began thinking about
finance and investment in broad
terms from the time we received a 14page questionnaire from Mr. Kessler.
He asked us to rank the importance of
income, liquidity, wealth-building and
security in our financial affairs. What
were our major savings goals and
expenses, short range and long? Did
we have the necessary insurance and
fringe benefits?
He wanted a list of our invest
ments, when we bought them and how
much we paid. He wanted to see tax
returns, insurance policies and health
benefit plans. He even asked us to
prepare annual budgets, by major
sources of income and expense, for
the next five years and for retire
ment. Oh, and do we have a cemetery
plot? And where is the deed?
Many of the subjective questions
left space for Carol and I to give
separate answers. We had similar
worries and goals, willing to take
some risks but not willing to become
speculators.
I, a New Yorker, said I didn’t know
where I wanted to go after retire

ment. My wife, a native of Kentucky,
wrote “Southern U.S.”
When we entered the offices of the
Goldstein Golub Kessler & Company
accounting firm on Park Avenue in
Manhattan about a week later, Mr.
Kessler handed us a three-page agen
da and began, his work at a deter
mined pace.
We began, in a sense, ar the end. He
gave us a sample letter of instruc
tions should one of us die: where to
find our records, our final wishes, our
preferred funeral arrangements.
Don’t lock these letters up, he said.
Some people who expressed a desire
in their wills to be cremated have
been buried by the time those docu
ments were found in safe deposit box
es, Mr. Kessler said.
•

As for life insurance, he favors
term policies, which provide death
benefits but accumulate no cash val
ue. Better to invest elsewhere, with
greater flexibility and lower charges,
he said.
Moving on to our wealth and budget
tables, he did not like what he saw.
“Not much net cash flow here,” he
delicately put it.
We’re journalists, we said. Mr.
Kessler removed his reading glasses
to better size us up. “It’s pitiful what
writers get,” he said. “Maybe you
can get on TV or write a book.”
He evidently considered our cash
reserves scarcely enough to buy a
book. Pointing out that money mar
ket and bank accounts often yield less
than 3 percent, he touched on invest
ment matters to say that even short
term savings should be placed in a
conservative stock fund.
He covered estate planning mostly
to give examples of what the older
and wealthier should do. Noting that
the proper trusts can allow each par
ent to pass $600,000 to children taxfree, he recalled cases where lawyers
had left all the investments in both
the parents’ names, causing taxes to
be imposed on the second $600,000.

He noted our lack of any wills,
living wills (in case we were inca
pacitated) or durable powers of attor
ney allowing spouses to sign docu
ments for each other. We promised to
have a lawyer get to work.
Investment strategy was almost
the last thing he brought up. With
most of his clients, investments rep
resent 20 to 25 percent of the discus
sion. “In your case,” he said, “it’s
way down the list.” Almost all our
money is invested in a house. 401(k)’s
and individual retirement accounts.
Fortunately, we are decades from
retirement, at the stage where older
people call us a young couple and
younger people call us middle-aged.
He recommended setting aside as
much as we could in 401(k)’s, but
scowled when I told him that my only
investment option was a fixed-inter
est guaranteed investment contract
and that the company makes no
contributions.
For higher returns, al least twothirds of our long-term investments
should be in stocks, including some
foreign exposure, he said. Bonds have
a place in our portfolios, he said, but
on the theory that interest rates have
bottomed, stocks are the better bet. If
we accumulate more taxable savings,
he advised us to consider municipal
bonds.
•
He leaves the choice of individual
stocks or mutual funds to clients and
money managers. He generally fa
vors funds, despite the surge in their
assets and the stock market’s risks,
as best for smaller investors. “But
you’re not going to do better than the
professionals,” he said near the end
of our two-hour session.
A report mailed a few days later
summarized his recommendations
and reminded us of the details, like
getting a minimum of $500,000 in life
insurance if we have children. Invest
ment strategy? Hardly mentioned.
Unfortunately, he didn’t offer any
ideas for best sellers, either.

Stuart Kessler

Copyright © 1993 by The New York Times Company. Reprinted with permission.

PLANNER
Destination: Tampa, Florida
1994 PFP Technical Conference Draws Near
Continued from page 1
Coral Gables, FL, will help sort out the
complex web of U.S. estate-, gift- and
transfer-tax planning rules for nonresident
alien domiciliaries. In addition, Barry A.
Nelson, Esq., of Buchanan Ingersoll,
North Miami Beach, FL, will discuss the
importance of a comprehensive asset pro
tection plan, identify various asset protec
tion techniques and explore how these
techniques can be integrated into a com
prehensive estate plan.
CPAs interested in mutual funds should
plan to attend “Evaluating Mutual Funds,”
where Steven I. Levey, CPA/PFS, of Gelfond Hochstadt Pangburn Stark & Co.,
Denver, CO, will review the use of soft
ware and other information sources to
assist clients in designing investment port
folios. Ben G. Baldwin, CLU, of Baldwin
Financial Systems, Inc., Northbrook, IL,
will discuss “Life Insurance Investment
Strategies,” examining the use of life
insurance for risk management and invest
ment purposes and illustrating how to
manage policies for wealth accumulation.
In the retirement planning area, Ralph J.
Poe, CPA, PFS, of Sun Bank of Tampa
Bay, Tampa, FL, will review creative
strategies to maximize your clients’ retire
ment assets. Once you have learned how to
accumulate a retirement nest egg, Jeffrey
L. Keyser, CPA/PFS, of Deloitte &
Touche, Cincinnati, OH, will review the
many factors to be considered in making
decisions regarding retirement plan distrib
utions and explore the tax and financial
impact of alternative distribution strategies.
Andy Landis, of Thinking Retirement,
Seattle, WA, will reveal what CPA financial
planners should know about Social Security.
During this session he will share secrets to
help you become knowledgeable about
available benefits and successfully navigate
through the Social Security system.

athletes. During this session, they promise
to share information on identifying
prospective clients, becoming familiar
with unique industry issues, and market
ing this type of practice.
In what promises to be an enlightening
session, Dr. Kerry L. Johnson, of Interna
tional Productivity Systems, Tustin, CA,
will discuss “People Magic: How to Gain
Long-Term Trust.” During this session,
Dr. Johnson, who is featured in an article
on page 6, of this issue, will help you bet
ter communicate with your clients, under
stand their needs and build up their trust.

“That’s Entertainment!”
Andrew B. Blackman, CPA/PFS, of
Shapiro & Lobel, New York City and
Mitchell Freedman, CPA/PFS, of Mitchell
Freedman, AC, Sherman Oaks, CA, will

Register Today!
If you have not done so, it is time to
complete and mail your conference regis
tration form. Do not miss out on the
opportunity to attend the largest confer
ence addressing your specific needs as a
CPA financial planner.

lead a presentation on providing business
management services for entertainers and

Check This Out!
Outside the conference sessions, you
will have ample time to network with other
CPA financial planners and investigate
what is new at the expanded exhibitors’
booths. Once again, the annual PFP Tech
nical Conference has attracted an impres
sive group of exhibitors, representing a
variety of products and services of interest
to CPA financial planners and their clients.

Relax!
With your registration confirmation,
you will receive information about many
of the exciting leisure activities in Tampa
and nearby cities. And, of course, you have
the opportunity to enjoy yourself during
the welcoming reception on Monday
evening and the annual Fun Run/Walk on
Tuesday morning. Your guests can join
you at these events and also take advantage
of two exciting optional tours. On Monday
morning, following breakfast, guests may
depart on a sightseeing and shopping tour
through Tampa’s historic districts. The
second tour, on Tuesday, includes an
excursion cruise to a nearby fishing vil
lage. Details on these events are included
in the 1994 conference brochure.

AICPA PFP Division

Personal Financial Specialist (PFS)
Examination
The PFS exam will be given this year
on Sunday, January 9, 1994 (the day
before the PFP Technical Conference) at
the Hyatt Regency Westshore in Tampa.
For more information on the PFS program
or examination, call the AICPA Order
Department at 1-800-862-4272, submenu
#1, and request Personal Financial Spe
cialist Accreditation Information (Product
No. G00055). ♦
Exhibitors
(as of October 25, 1993)

The Adams Express Company
The American College
AICPA CPE Division
(self-study programs)
AICPA Information Technology
Division (PFP Partner)
AICPA PFP Division
(Personal Financial Specialist Program)
Ameritas Low-Load Life Insurance
AON Direct Group
The Benham Group
Christie’s
Council on Foundations
Fee for Service Inc.
Financial Navigator International
First Financial Resources
Five States Energy Company
Gabelli Funds
Investment Company Institute
Leasetec Corporation
LINC Society of CPA Financial Planners
Merriman Mutual Funds
Morningstar, Inc.
Murvin & Meier Oil Co.
National Association of Real Estate
Investment Trusts
Nationwide/Best of America
John Nuveen & Co., Inc.
Olympic Trust
Pacific Financial Asset Management
Corporation
PFP Systems, Inc.
Rollins Hudig Hall
Sawhney Software
Scudder, Stevens & Clark
Sterling Wentworth Corporation
T. Rowe Price
Twentieth Century Investors
The Vanguard Group of Investment
Companies
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PLANNER
Trust Me!
By Kerry L. Johnson, Ph.D.
There are techniques CPAs can use to
strengthen client relations. These include
reassuring and educating the client and
understanding the client’s needs. Kerry L.
Johnson, Ph.D., a sales psychologist and
professional speaker, discusses additional
techniques CPAs can use to help build
client trust. Mr. Johnson is also the author
of Mastering the Game: The Human Edge
in Sales and Marketing. Mr. Johnson will
also give a presentation at the American
Institute of CPAs Personal Financial Plan
ning Division’s 1994 Technical Confer
ence, January 10-12, at Tampa, Florida.

Have you ever wished you were able to
establish a rapport and win someone’s
trust more quickly? Let us look at the fol
lowing scenario.
Allan, an experienced CPA financial
planner, was about to see a potential
client. Because of the strength of the refer
ral, David, the prospective client, agreed
to see Allan without hesitation. David
owned a very successful business and had
previously heard of Allan’s services.
After a solid handshake and introduc
tory remarks, Allan sat in front of the
executive desk while David leaned back
in his high-backed, leather chair. Allan
felt a little anxious, but remembered Kerry
Johnson’s session at last year’s PFP Tech
nical Conference in which he stressed the
importance of remaining cool when sell
ing your services.
David leaned back further in his reclin
ing executive chair, Allan leaned forward,
towards and over David’s desk. While
Allan realized David was relaxed, he still
wished David would show a little more
enthusiasm. Allan felt himself conscious
ly trying to speak faster. He moved for
ward still more and felt perspiration bead
ing on his forehead; he was losing control
of the interview.
Have you ever found yourself in a situ
ation like the one just described?
Allan lost control of the interview
because he was unable to establish a rap
port with David and gain his trust. In this
article, I will discuss two techniques that
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you can use to establish a rapport and gain
trust with your clients.

Establish A Rapport
Through Mirroring
Trust is defined as the degree of confi
dence you have that another person will
do what is best for you. Trust is difficult to
earn and rarely given quickly.
To gain another’s trust, you must first
establish a rapport. This will not come
necessarily from just a broad smile or talk
ing about football. Although finding com
mon social interests may be important,
here is a quicker way.
I recently spent a few hours observing
an expert practitioner at gaining trust.
Dennis Renter, a million-dollar-generat
ing financial planner in Newport Beach,
California, invited prospective clients—a
man and a woman—to visit his office. I
had the opportunity to observe the meet
ing. After the introductions, Dennis seat
ed the couple at a small, round table,
making sure that he sat within two feet of
the man.
Dennis sensed some initial hesitation
in the pair. He first discussed with them
their mutual friend who made the referral.
Dennis then started interviewing the cou
ple, asking for their short-, medium- and
long-term financial goals. I was surprised
at how quickly this once-suspicious pair
warmed up to him.
Puzzled, I tried to stop listening to the

verbal exchange and instead paid attention
to what I saw. Surprisingly, all three mir
rored each other perfectly. Dennis’s head
was tilted in the same direction as both his
prospects. They leaned forward over the
table in the same fashion.
I paid close attention during his next
appointment as well. The same initial
social amenities were discussed. This time
I looked only for nonverbal cues. The

. very articulate
and knowledgeable
salespeople fail to
close business deals
because they do not
establish a high
enough level of rap
port and trust with
their prospects ..."

new client, a mid-level manager, was
obviously as relaxed as Dennis. I noticed
that the client leaned forward over the
small table. Within a few seconds, Dennis
also moved forward in his chair. What
astonished me was how receptive the
client was to Dennis. Shortly after these
episodes, I discussed with Dennis what I
saw. He was unaware of his nonverbal
behavior. After 20 years of selling, he
was quickly able to generate trust but he
did not know how.

Enthusiasm is not Enough
This runs counter to everything you
were taught about selling. You probably
learned in one-on-one sales training exer
cises that you must be enthusiastic and full
of boundless energy when in front of a
prospect. If you are energetic, your
prospect also will be energetic. Nothing
could be further from the truth. Through
watching thousands of videotaped inter
views, I have learned that very articulate
and knowledgeable salespeople fail to
close business deals because they do not
establish a high enough level of rapport
and trust with their prospects in the inter
Kerry L. Johnson, Ph.D.

AICPA PFP Division

view.
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Your first response may be that this
seems manipulative. Yes, it can be if
badly done. But the big hitters I have
observed do it so smoothly, it is impossi
ble to spot. They first match their posture
to the prospect’s initial body posture.
When the prospect moves to a new posi
tion, the peak producer will wait five to
ten seconds and then slowly mirror the
new position. But when you think about
mirroring for a while, it begins to make
sense since people tend to mirror those
they trust. People feel comfortable with
those who are like themselves.
One of the most difficult tasks in sales
is to cause a lethargic prospect to become
more enthusiastic to an idea. Million-dol
lar producers have an uncanny way of
using this rapport-building technique for
that purpose.
Dennis Renter uses a technique called
leading to cause people to be more recep
tive. He first matches and mirrors the
other’s body cues until he feels a rapport
has been established. He then leads them
into increased interest by moving forward
in his chair. If they are at a high level of
trust, they will follow, mirroring Dennis’s
position.

Testing the Theory
I decided to test this mirroring and
leading theory on my own. I attended a
reception the night before a conference
where I was scheduled to speak. The pro
gram chairman held a drink in his left
hand, with his right hand in his trouser
pocket. I also held a drink, but was gestur
ing with my other hand. I sensed a low
level of rapport as we talked. I immedi
ately became aware of our mismatched
body postures.
I then mirrored my host. I put my drink
in my left hand and my right hand in my
trouser pocket. I felt our level of rapport
rise. He seemed much more conversation
al and candid.
I then decided to check our rapport
level and lead him. I removed my right
hand from my pocket. Within five seconds
he also removed his right hand. When I
later asked him if he noticed what we had
done, he said that he had been totally
unaware of what occurred.
If you want to establish rapport more
quickly, mirror the person you are talking

with. But if you want to lead them to your
point of view, change your nonverbal
cues. If you do not spot them mirroring
you in kind, your level of rapport is not yet
high enough.

Telephone Magic
You have so far learned that people
tend to trust each other once they have
established a rapport. That rapport exists
not only in body language, but also in the
timbre of a voice. For example, there can
be considerable difficulties inherent in a
New York salesman trying to establish a
rapport with an Alabama prospect. The
fast, clipped accent of the New Yorker
would not help generate trust from the
slower talking prospect. Are you also
aware of more subtle voice characteris
tics?
Peak-performance business people like
Craig Beachnaw, of Centennial Insurance
in Lansing, Michigan, can do wonders on
the telephone. Craig is able to raise or
lower his pitch depending on his client’s
voice qualities. He instinctively knows
that if he talks in a deep, gravelly tone the
listener will lose interest. Most important,
Craig has the ability to change his modu
lation depending on the way his client
says Hello.
I recently heard about an executive
who received an insurance settlement
after learning about voice matching and
pacing. After his car was stolen, he spent
weeks of negotiating with his insurance
company. He telephoned the Des Moines
headquarters from his office in Newark,
New Jersey. He immediately became
aware of the slower voice modulation and

tone of the person on the other end. He
changed his voice to match his listener.
He not only received a larger cash settle
ment than expected, but the check was
mailed the next day.

Conclusion
If your clients already know and trust
you, there is no need to use these tech
niques. But if you constantly meet new
people, you must learn to quickly estab
lish high levels of rapport. How often you
close business deals is dependent not so
much on the product but what the prospect
thinks of you.
Insurance companies, for instance, are
far more willing to saturate you with prod
uct details than with ideas centering on
interpersonal skills. They seem convinced
that their mousetrap is the best. They have
missed the point. Your clients do not trust
products, they trust you. ♦

Book Offer

“If you want to
establish rapport
more quickly, mirror
the person you are
talking with. But if
you want to lead
them to your point of
view, change your
nonverbal cues ...."

AICPA PFP Division

You can purchase a copy of Dr.
Kerry L. Johnson’s book Master
ing the Game: The Human Edge
in Sales and Marketing, which
will give you the techniques of
marketing your PFP services. To
order his book or to inquire about
his availability to speak to your
group, call 1-800-255-1813 or
714-730-3560, or fax requests to
714-730-5972.
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From the Chairman’s
Corner: Hail and Farewell
Continued from page 2

received copies of these statements in the
mail.
As my chairmanship draws to an end, I
reflect on the past three years of committee
meetings with both pride and sadness. On
the one hand, I have had the pleasure of
working with Executive Committee mem
bers who have demonstrated their commit
ment, professionalism, knowledge and
insight in addressing the challenges faced
by the PFP Division. On the other hand, I
am saddened that the August meeting was
the last meeting that I would chair.
The qualities exhibited by the Execu
tive Committee members are shared, also,
by PFP subcommittee members. Whether
they are preparing practice aids (Guide to
Planning for Divorce to be released in the
Spring) or updating The PFP Manual,
(Education Planning and Funding and
Estate Planning modules to be mailed

AICPA “The Measure of Excellence”
American Institute of Certified Public Accountants

Harborside Financial Center
201 Plaza Three
Jersey City, NJ 07311-3881

shortly), the time and effort that these
members have expended is incredible.
Other subcommittee members are dili
gently developing new Statements on
Responsibilities in PFP Practice, analyz
ing and commenting on federal and state
PFP legislation, preparing for the annual
technical conference, reviewing PFP
Partner, and contributing to the Personal
Financial Specialist program. There is
very little tangible reward for their dedica
tion—only the satisfaction of knowing
they have served the PFP Division and
their profession in an outstanding manner.
It has been an energizing three years. I
have benefited not only from the cama
raderie of my fellow PFP practitioners,
but also from my communications with
PFP Section members. However, the PFP
Division still faces many issues. As I pass
the torch to my successor, James A.
Shambo, CPA/PFS, of Sanden, Shambo &
Anderson, P.C., Colorado Springs, CO,
the 1993-94 Executive Committee pre
pares to meet the challenges ahead. I
know Jim Shambo will enjoy working
with you, our members, as much as I did.

In closing, I want to thank the dedicat
ed AICPA PFP professional staff led by
Phyllis Bernstein, Director of the PFP
Division, and, of course, my partners at
Goldstein Golub Kessler & Company for
permitting me the time to serve the PFP
Division. It has been a thoroughly reward
ing, professional experience. ♦
FYI

Faster Way to Get
Information About
PFS Examination
If you are interested in obtaining
information about the Personal
Financial Specialist (PFS) examina
tion, call 1-800-862-4272, submenu
#1 and request Personal Financial
Specialist Accreditation Information
(Product No. G00055). The exam is
given twice a year: January 9, 1994,
at the Hyatt Regency Westshore in
Tampa, Fl, and September 23, 1994,
at designated state CPA societies.
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